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SUBCOMMITTEE HEARINGS ON H. R. 2311, H. R. 2315, H. R. 4554, 
H. R. 2312, H. R. 2314, H. R. 2317, H. R. 2313 


House or REPRESENTATIVES, 
SupcomMIirteE No. 1 oF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, April 30, 1958. 

The subcommittee convened, pursuant to call, the Honorable 
William E. Hess presiding. 

Mr. Hess. The committee will please come to order. 

The committee has before it today seven bills, all of them sponsored 
by the Department of Defense. They appear to be of a routine nature. 
Four of them are Army bills, two are Navy bills, and one is an Air 
Force bill. 

It is my suggestion that the four Army bills be taken up first, fol- 
lowed by those of the Navy and the Air Force. It is my hope that we 
can finish all of these today, but if we can’t, I would like to continue 


orrow. 
Bian which we have for consideration this morning is 
R. 
AThe dill eeferred to is as follows:) 


| (H. R. 2311, 83d Cong., Ist sess.] 


A BLLL Tpe-proviqgtor the exchange between the United States and the Commonwealth of Puerto Rico 
rad — of certain lands and interests in lands in Puerto Rico 


Be it erracted the Senate and House of Representatives of the United States of 
Amreyica in Congress assembled, That the Secretary of the Army is authorized to 
convey to the Commonwealth of Puerto Rico, in exchange for the land identified 
in section 2 hereof, all right, title, and interest of the United States in and to real 
estate briefly identified below and more fully described on maps and in descriptions 
on file in the Office, Chief of Engineers, United States Army: 

(a) A strip of land alongside of Munoz Rivera Avenue, San Juan, and east of 
Army Medical Building, containing four and eight-tenths acres; the site of the 
San Sebastian Guardhouse at 205 Sol Street, San Juan, containing five one- 
hundredths acre; old walls around La Fortaliza containing sixty-six one-hundredths 
acre; driveway to Insular Department of Justice containing eleven one-hundredths 
acre, and all shown in detail on drawing numbered 15—02—142, dated August 15, 
1951, entitled Fort Brooke Military Reservation. 

(b) Punta Las Marias Military Reservation, comprising eighty-seven one- 
hundredths acre, and shown on drawing numbered 18-01-150, dated November 
24, 1948, entitled Punta Las Marias SL and FC site. 

(c) Punta Cangrejos (Battery Lancaster) Military Reservation, comprising 
fifteen and eight one-hundredths acres, and shown on drawing numbered L8—01-— 
114, dated November 10, 1948, entitled Battery Lancaster (No. 264) Military 
Reservation. 

(d) Punta Maldonado Military Reservation, comprising one acre, and shown on 
drawing numbered 18—01—151, entitled Punta Maldonado SL and FC site. 

(e) Mata Redonda Military Reservation, comprising ninety-eight and forty- 
seven one-hundredths acres of fee-owned land and one and eighty-one one- 
hundredths acres of roadway easements, and shown on drawing numbered 18— 
01-155, dated December 3, 1948, entitled Mata Redonda gun emplacement site. 

(f) Point Lima Military Reservation, comprising one hundred thirty-five and 
eighty-two one-hundredths acres of fee-owned land and nine acres of roadway, 
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electric transmission line, and water pipeline easements, and shown on drawing 
numbered 18-01-152, dated November 24, 1948, entitled Point Lima gun em- 
placement site. 

(g) Camp O’Reilly Military Reservation, comprising nine hundred six and 
eighty-nine one-hundredths acres, and shown on drawing numbered 18—01—160, 
entitled Camp O’Reilly Military Reservation. 

(h) Fort Mayaguez Military Reservation, comprising seven and five one- 
hundredths acres and shown on drawing numbered 18-01-180, dated August 17, 
1949, entitled Fort Mayaguez Military Reservation. 

(i) Tract 16 of Salinas manuever site, comprising three hundred sixty-nine and 
ninety-eight one-hundredths acres, and shown on drawing numbered 18—01—126, 
dated November 1, 1948, entitled Salinas manuever site. 

Sec. 2. The Secretary of the Army is authorized to accept from the Common- 
wealth of Puerto Rico, without cost to the United States, a conveyance by the 
Governor of Puerto Rico of the lands briefly identified below and more fully 
described on maps and in descriptions on file in the Office, Chief of Engineers, 
United States Army. 

Area numbered 1 comprising about one thousand four hundred acres of rural 
and agricultural lands abutting along the upper one-half of the east boundary of 
the existing Salinas maneuver site and area numbered 2 comprising about five 
thousand one hundred acres of rural and agricultural lands abutting along the west 
and north boundaries of the reservation. These areas are shown on drawing 
numbered 15-02-24, dated April 10, 1951, entitled “Expansion of Salinas 
Maneuver Site.” 


Mr. Hess. This bill would authorize the transfer to the Common- 
wealth of Puerto Rico of some 1,540 acres of land in exchange for the 
conveyance by Puerto Rico to the Federal Government of 6,500 acres 
of land needed for the expansion of the Salinas maneuver area. 

I note that there is a differential in value in favor of Puerto Rico 
to the extent of some $700,000. No exchange of funds, however, 
would be involved under this bill. 

The witness on this bill is Mr. Lawson B. Knott, legislative at- 
torney, Office of the Chief of Engineers. The committee will be glad 
to hear any statement which you wish to make, Mr. Knott. 

Mr. Knorr. Mr. Chairman, I haven’t a formal statement, but I 
have some of those figures in case any of the members of the com- 
mittee are interested. 

Mr. Hess. Will you just explain the bill, Mr. Knott, please? 

Mr. Knorr. The purpose of the bill, Mr. Chairman, is to provide 
for a consolidation of the Army facilities in such a way as will best 
accommodate its present requirements, 

The Salinas maneuver area contains something like 7,100 acres down 
in the southern portion of the island. It is a fairly narrow strip and 
it is used principally for artillery firing and training of that nature. 

Henry Barracks, an old installation established in 1903, lies to the 
east somewhat and Camp Losey, formerly Losey Field, is located 
about the same distance on the other side. 

Now these two installations have housing and they normally take 
care of a batallion each. This area, which is essentially a tent camp, 

is used for maneuver purposes on a year-round basis. 

However, in using this area for artillery firing, the area is not 
sufficiently wide so that they can vary the course of the firing at all. 
So this bill envisions the addition of a strip on each side which would 
enable them to move and not only to carry on artillery firing, but at 
the same time to carry on field problems of other types. 

At the present time, while they can do limited firing, they can carry 
on no other activities. 
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So this arrangement was entered into on a tentative basis with the 

eople of Puerto Rico, and it took into account some 5 parcels of land 
located principally in—4 of them—in the metropolitan area of 
San Juan, 4 of them a part of the old Fort Brook, which is essentially 
a headquarters installation there, established about 1903, and those 
parcels of land, of course, have become quite valuable; that is, on a 
present market basis, because of their location in that area. 

Mr. Hess. Those are the lands owned by the United States 
Government? 

Mr. Kworr. That is right, sir. Now there is another class of 
installations located strategically around on the edge of the island 
that are included, which are larger acreages but which were used for 
heavy coast artillery defense, which is no longer required and the 
sites are not being used any longer. 

And then the largest installation in the group we propose to turn 
over to them is Camp O’ Reilly, down in the central area of the island. 
While it has 909 acres, and it has some 400 buildings, they are in a 
state of disrepair and it is not feasible to continue to utilize that. 

At the same time, 700 acres of that 900 acres is very valuable as 
cane land. As I understand it, one of the objectives of the Govern- 
ment there is to provide or utilize these areas for resettlement of 
people living in crowded areas. 

As a matter of fact, in 1951, when we had this project under con- 
sideration, there were at that time 200 families living as squatters in 
the area which we are now acquiring from Puerto Rico. That is, they 
have acquired under a special act of the legislature this land and pro- 

ose to turn it over to us. Those people were there and Puerto Rico 
as a project for housing those people on one piece of the land at Sali- 
nas that we are transferring over. 

That is the second largest area, something like 370 acres that we 
are turning over to the people of Puerto Rico in this exchange. And 
they propose to locate some of these people in housing to be built on 
this area. 

Now, actually, while this figure—there is a disparity in round figures 
of about 700,000 

Mr. Hess. How was that arrived at? Was it appraised? 

Mr. Knorr. We estimate that the value of the lands, the 12 parcels 
that we propose to give to the Government, is something like a million 
and a half. Under the act of the legislature in July of 1951, providing 
for the acquisition of this expansion of Salinas, it was estimated or 
funds were appropriated to the extent of $950,000. 

I don’t believe all of that bas been expended, and our estimate now 
is that it will run something over $800,000. So for comparative pur- 
poses, we are dealing with that as a $800,000 figure and our figure of 
$114 million. 

Now against that, of course, if we were to go in and acquire the 
land ourselves for the expansion of Salinas, that would involve some 
acquisition, and administrative costs in that area, which we normally, 
as a rule of thumb, can put it as 10 to 15 percent. So vou could add 
another $100,000 or $150,000, somewhere around there, to that 
$800,000 cost. 

In addition to that, we now have authority, as you know, Mr. 
Chairman, under existing law, in connection with our military acqui- 
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sitions, to pay up to 25 percent of the fee value of property as a 
reimbursement of resettlement costs. That is a cost which we are 
not incurring by reason of this course of action. 

So that, again, that is a saving of somewhere upward of $200,000. 

So that when we add those in, we get down to a figure that possibly 
is $300,000, $350,000 difference in the transaction. 

Mr. Nextson. You are comparing now—this $800,000 is the present- 
day acquisition cost to the Government of Puerto Rico? 

Mr. Knorr. That is right, sir. 

Mr. Nutson. And the $1,500,000 is present-day valuation of land 
already owned by the United States Government? 

Mr. Knorr. That is right, sir. 

Mr. Netson. Well, I suppose you can’t tell us the acquisition costs 
of the parcels of land? 

Mr. Knorr. You mean what we acquired? 

Mr. Netson. That is right. 

Mr. Knorr. Actually, for what we acquired by purchase, after 
1903, we paid $354,000. 

Mr. Netson. For the whole of it. 

Mr. Knott. And that is for 7 tracts. 

Now in addition to that, by Executive order, there was set aside 
for military purposes these 5 parcels, which actually only total 13.79 
acres, but they have a present value of $586,621. 

Now, four of those sites are right in metropolitan San Juan. Let 
me say this, too, that because 2 of these sites, 1 of which is simply a 
roadway leading to the Department of Justice building, and another 
1 is a wall around the Governor’s palace, under an arrangement 
worked out with the Department of the Interior because it was inter- 
ested in these 2 properties, the people of Puerto Rico will, on this 
exchange, after this takes place, under this agreement, allow the use of 
this area by the Department of the Interior in connection with its 
1935 Historic Sites Act. So it will be preserved for historic purposes. 

There is another small parcel of five-hundredths of an acre that has 
an old guardhouse building on it, that is worth about $1,000. That 
total property is only worth $5,300. 

I don’t know what use they would make of that, but it is in an area 
where undoubtedly they would want to use it for public purposes. 

One of the most valuable properties is a narrow strip down near the 
government buildings, which is suitable for beach development. 

There is a road in there and the commonwealth plans a needed ex- 
pansion of the width of that road. Insofar as I know, that is the only 
use of that area now. But at least three of the outlying areas form- 
erly used for coast defense and for training purposes are suitable for 
sugarcane growing and undoubtedly will be used for that purpose. 

r. Hess. Any questions by any members of the committee? 

Mr. Bennett. Yes. I have a question I would like to ask. I 
think maybe you partly answered this first one already. To what 
use does the psacinmaiinls 5 of Puerto Rico expect to put this land 
that it gets? ; 

Mr. Knorr. Other than the housing project on the 369 acres down 
at Salinas, which, by the way, is separated by a road, so it is just a tip 
hanging off the side—that will be used for housing, and Camp O’Reilly 

in the central portion of the island will be used, as I understand it, for 
resettling for agricultural purposes. 
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Mr. Bennett. How did Puerto Rico get title to the land it conveys 
under this bill? 

Mr. Knorvt. Five of the parcels—oh, how did they get title? 

Mr. Bennerr. Yes. 

Mr. Knorr. Oh, I am sorry. They are acquiring that under a 
special act of the legislature, I believe the 19th of July, 1951. 

Mr. Benner. They don’t own it at the present time? 

Mr. Knorr. I am not certain whether the acquisition has been 
completed, but the Army has use of it. The Army has been given 
possession of it already and is using it. Likewise, Puerto Rico is 
using Camp O'Reilly now. 

Mr. Bennett. I believe we should have a little bit more discussion 
or elucidation from you as to why it is the Department of Defense is 
willing to turn over property which is worth roughly twice as much 
as the property it is getting in return. You have said there was a 
10 percent acquisition fee. 

Mr. Knorr. That is if we acquire it. 

Mr. Bennett. If we had acquired it. You have mentioned a 25- 

ercent fee, which I don’t completely understand, how that fits 
into this picture. 

Mr. Knorr. Let’s assume that we were not considering this ex- 
change at all, but we had established a need for the expansion of the 
Salinas maneuver area and we came to you for authorization to acquire 
and we got that authority and the money to acquire. We would have 
to include in that not only the estimate of the fair value of the land, 
which presumably would be eight hundred—or eight to nine hundred 
thousand dollars, but in addition to that, we would have to allow for 
our acquisition costs in the area. 

Mr. Bennerr. That is the 10 percent. 

Mr. Knorr. That is right, sir. 

Mr. Bennerr. What is the 25 percent? 

Mr. Kworr. And then the 25 percent: Under existing law we are 
authorized to pay up to 25 percent of the value of the property as 
reimbursement of cost to the owner of his moving as an incident of 
our acquisition of the land. 

Mr. Bennerr. Well, is there any indication that land which is 
acquired by the Commonwealth of Puerto Rico for the purpose of 
making this transfer is a legitimate place to utilize that 25 percent? 

= Knorr. Well, I don’t know that they are incurring that cost 
at all. 

Mr. Bennett. Well, then, why should we consider that in this 
figure there? They are acquiring the land for the purpose of turning 
it over to us, turning it over to the Federal Government. Why should 
we consider 25 percent when they are acquiring the land for the pur- 
pose of turning it over to us? 

Mr. Knorr. We don’t have to consider that, if we consider this 
exchange. 

Mr. Benner. Well, then, we arrive at the fact that this thing 
amounts to an exchange of lands which are very substantially dis- 
proportionate in value, as far as the Federal Government is concerned? 
And I have yet to hear from you why it is the Federal Government 
should make this kind of a sacrifice. You haven't told us who even 
initiated this movement, whether there was a great desire for the 
Salinas area or it was greatly needed for defense or anything which 
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so far justifies in my mind the thought that the Federal Government’ 
should make such a disproportionate gift of its wealth to a particular 
portion of the Federal picture. That is, I believe this would not be 
done with regard to the State of Florida, and I wonder why it should 
be done with regard to the Commonwealth of Puerto Rico. 

Can you give an explanation as to why we are giving this so gen- 
erously? 

Mr. Knorr. Well, Mr. Bennett, we do have a need. That was 
established before we ever entered into any discussions with the 
people of Puerto Rico. 

The best explanation I can give is that which I have been informed 
by those who are responsible for the tactical operations in the area, 
that in order to satisfactorily utilize the Salinas area, they must have 
this expansion. 

Mr. Bennerr. Well, I would like to point out that I am pretty 
familiar with the military operations in my own district. And I am 
quite familiar with the fact that I was very active in getting a bond 
issue in my own home community to purchase land to give to the 
United States Government for the purpose of establishing a naval air 
station in Jacksonville. 

It seems to me with that sort of a picture of local communities in 
my own district launching bond issues for the purpose of acquiring 
land to give it to the Federal Government for a military installation— 
it seems strange, indeed, to me that another portion of the Federal 
picture, whether it be called Commonwealth—should be treated so 
differently and should be allowed to profit off of the exchange of lands. 

It seems to me it is rather an unusual thing and one requiring some 
explanation. 

Mr. Dorie. May I ask this question, Mr. Chairman? 

Mr. Hess. Certainly. Mr. Doyle. 

Mr. Doyie. Can you justify this apparent disproportionate ex- 
change in value referred to by my distinguished colleague from 
Florida in the interests of national defense of the United States? 

While I realized vou testified that you wanted to extend or widen 
this Salinas area—— 

Mr. Knorr. That is right, sir. 

Mr. Doyie. Why do you want to do that? I mean, is it necessary 
that that Salinas area be widened? 

Mr. Knorr. For training purposes. 

Mr. Dorie. What is it used for? Is it part of our national defense 
training area? 

Mr. Knorr. That is right. 

Mr. Doyie. Or what is it? 

Mr. Knorr. It is used for training of troops who are 

Mr. Whose troops? 

Mr. Knorr. United States troops. 

Mr. Doy.e. Well, is it figured as an absolute, necessary unit in the 
training of our troops? 

Mr. Knorr. Yes. 

Mr. Doy.ie. I think—I had the same thought Mr. Bennett of 
Florida has. Why is it so necessary that this disproportionate trade 
be consummated? 

Mr. Knorr. Well, of course, we have Camp Losey located some 
distance away and we do have housing there and we house a battalion 
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there. And we have there a thousand acres that we own and we have 
an investment there of over $5 million. 

At Henry Barracks, on the opposite side of this area, we have 293 
acres. Some of that was set aside by Executive order and some 
acquired. But we have at that installation an investment of $2 
million. 

Now, we have an investment at Salinas already in land costs and 
in improvements something over $800,000. It just happens that it 
coincides with the figure on this expansion. So that in that area we 
do have a substantial investment now. 

It is regarded as a tent camp. The improvements at Salinas 
amount to something over $200,000, basically in utilities. It is not 
planned at the present time that it will be used as anything other 
than a maneuver site. 

There is a rotation process that goes on in the use of this site by 
troops in the area. Obviously, these areas that I have given you in 
these nearby camps are too small for any extensive maneuvers. So 
they take them over to this area for maneuver purposes. 

Now J am told that in firing in this area, that it is a long, narrow 
strip and that if they turn to the right or to the left with their firing, 
then they are endangering adjacent landowners, and that also during 
this period they can’t carry on any field problems or any other kind of 
activity. 

Now, as I said at the outset, we are faced with this proposition 
now, that we have valuable property in the area which we are not 
utilizing, which we can’t utilize for military purposes. So that we 
have in effect surplus property which can be utilized to trade in order 
to get that which we do need. 

Mr. Hess. Do we have the right to exercise eminent domain in 
Puerto Rico? 

Mr. Knorr. The right of eminent domain? 

Mr. Huss. Yes. 

Mr. Knorr. Yes, sir. 

Mr. Hess. So it could be acquired? 

Mr. Knorr. It could be acquired. 

Mr. Hess. These acres could be acquired in that way? 

Mr. Knorr. That is right. 

Mr. Keviener. Mr. Chairman. 

Mr. Hess. Mr. Kelleher 

Mr. Bennett. One other question. I take it from your dis- 
cussion that you have no good reason for this disproportionate 
exchange, because you have not yet offered one. Do you know why 
it is the Department of Defense thinks it is wise to give them solid 
assets of the Federal Government when they wouldn’t do it for the 
State of Florida? 

Mr. Knorr. I don’t know what example in Florida you refer. 

Mr. Bennett. Well, I gave you a good example, the naval air 
station at Jacksonville, being a very substantial occupation. 

Mr. Knorr. Yes. 

Mr. Bennett. In the immediate environs in the city which I 
represent. 

Mr. Kwnort. Yes. 

Mr. Benner. And I know I had a great deal to do with floating 
a local bond issue to acquire the lands for that installation, 
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Mr. Knorr. Of course, there is a number of parcels of land, Mr. 
Bennett, in Puerto Rico that were given tothe United States by the 
people of Puerto Rico for use for so long as required for military pur- 
pon. There was originally included in this transaction a tract of 
and which, when we examined the title, we found that it couldn’t 
included, because actually it reverted to the people of Puerto 

ico. 

Mr. Bennerr. Let me put it this way, then. Assuming that it 
would be an equitable thing to exchange on an even-Stephen basis in 
most instances, leaving out of consideration the fact that maybe the 
local community should contribute something to the national defense— 
assuming it should be an even-Stephen proposition as a general rule— 
will you please tell the committee why an exception is being made in 
this case to give a disproportionate amount of the assets of the Federal 
Government for the installation of a national defense item? 

Mr. Knorr. I wonder if we could run down what that cost would 
be—and I think it is fair to compare it on the basis of our alternative 
of acquiring. And that cost would be something in excess of $800,000. 

Mr. Bennert. Well, it is if you are going to add this 10 percent 
and this 25 percent. 

Mr. Knorr. No. That is the base cost. Then with 10 percent on 
that, it would be $880,000. Then with a maximum of 25 percent of 
the fair value of the land, which would be $200,000. Then we have 
something over a million, a little less than 1,100,000. So this disparity 
we are talking about is actually only about $400,000. 

r a Bennett. Can you tell us any reason for any disparity, even a 
ollar? 

Mr. Knorr. Except we have no other property of this type we can 
offer them for it. 

Mr. Bennerr. Can’t you offer a part of the property to them? 

Mr. Kworr. This represents the discussions and the negotiations 
thus far and I have pointed out that two of these sites, while they 
technically go to the Commonwealth, are nevertheless automatically 
used in perpetuity by the Department of the Interior and the Historic 
Monuments Commission. 

Mr. Bennert. Yes, but that was in an overall proposition. 

Mr. Knorr. That is right. 

Mr. Bennerr. Only involved a few thousand dollars and is 

Mr. Knorr. That is right. 

Mr. Bennett. I want to know why you feel it should be. Maybe 
you feel Puerto Rico should be given some economic assistance. Or 
there may be some reason why we should furnish this property. 
But there should be some reason. But in your testimony you haven’t 
revealed why the Federal Government should give more of its assets 
than it gets in return, when it doesn’t do that with regard to other 
components of the Government. 

Mr. Knorr. I agree with you, but I have no other explanation for 
the $400,000 disparity. We do have this alternative of disposing of 
this property. We have disposed of some property in Puerto Rico, 
some of which the people of Puerto Rico under the existing law got 
at substantial discounts. We could dispose of it in that fashion and 
acquire the land that we need. 

Mr. Knorr. Yes. 
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Mr. Bennerr. Well, I would appreciate it very much, if the 
committee would allow, if you could see that this committee is pre- 
sented with a letter or some communication or some testimony to 
show why the Department of Defense feels that it is in the national 
interest to give a disproportionate amount of the assets of the Federal 
Government for the acquisition of this land for the enactment of this 
legislation. 

I think this record should show the reason for it. And I think it 
should come from the lips of the Department of Defense. Now, of 
course, I imagine we can get representation from the doctor here, who 
is a very fine colleague of mine, as to why Puerto Rico feels it is wise. 
But I think the Department of Defense, havi ing brought this legislation 
to us, should show why it feels that it is in the national interest, 
and I would appreciate it if you could have that communication 
addressed to this committee. 

Mr. Hess. Will you furnish that letter, Mr. Knott? 

Mr. Knorr. Yes, sir; I will be glad to. 

Mr. Ketiener. Mr. Chairman, may I ask a question? 

Mr. Hess. Yes. 

Mr. Keviener. Mr. Knott, we have been talking about the current 
market values of the two properties. I wonder if Mr. Bennet’s 
question would be answered at all by the answer to this question: 
With respect to the value to the United States Government of the 
property which it is going to get from Puerto Rico and the lack of 
value, let us say, if that is so, of the property which it is going to give 
to Puerto Rico, might not these two sums equalize, or conceivably 
even be in favor of the United States, leaving out now market value? 
Market value in a case like this, to my mind, is a somewhat artificial 
norm to use. 

Do you understand what I mean? In other words, is the value to 
the United States because of its existing investment and because of 
its needs for a training area in Puerto Rico—will it actually gain 
perhaps from this exchange, or at least will it bring the two figures 
closer, would you say? 

Mr. Knorr. Well, I take the submission of the bill by the Depart- 
ment of Defense as constituting its recommendation and its finding 
that this would be in the interest of national defense. 

Mr. Ketiener. Both financially and otherwise? 

Mr. Knorr. Both financially and otherwise. 

Of course, as I indicated, this 13.79 acres which were acquired at 
no cost other than the costs incident to conquest and war, were set 
aside under executive order and those have acquired a value today by 
reason of their location of something over half a million dollars. 

Actually, in money invested, hard Federal-appropriated funds 
paid out to acquire the land that we are giving away, we paid $354,000. 

Mr. Netson. That is all the money that was spent by the Federal 
Government? 

Mr. Knorr. To acquire the land. 

Mr. Netson. Now this valuable land that is worth half a million 
dollars was acquired by conquest, vou say? 

Mr. Knorr. Well, it was land which was set aside, which the United 
States had the right under the organic right to set aside after the 
conquest— it was under the treaty of Paris, after the Spanish-American 
War was concluded. 
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Mr. Hess. Mr. Nelson. 

Mr. Netson. You say the acquisition cost of this land in Puerto 
Rico, if conveyed to the United States, would be about $1,100,000? 

Mr. Knorr. If we acquired it. 

Mr. Netson. If we acquired it, instead of Puerto Rico? 

Mr. Knorr. Yes, sir. 

Mr. Netson. Would that be true even if we acquired it through 
eminent domain? 

Mr. Knorr. Yes, sir. 

Mr. Netson. Now, if the United States did not convey these tracts, 
which I take it are now useless to the United States for all purposes of 
national defense, they would have to sell them to various residents of 
Puerto Rico? 

Mr. Knorr. They would be disposed of under the Federal Property 
and Administrative Services Act, which of course, provides for dis- 
posing of property for historic sites. 

For example, those historic sites undoubtedly would go to Puerto 
Rico under special provision of the Federal Property Act. 

Mr. Netson. That was worth only $5,000? 

Mr. Knorr. No; that was the guardhouse, I believe, that was 
five-hundredths of an acre. 

Mr. Netson. What are the historic sites worth? 

Mec = You testified that the guardhouse was $1,000 and 
the wall—— 

Mr. Kworr. The building on the guardhouse site. 

Mr. Bennett. Oh. 

Mr. Knorr. The driveway to the Department of Justice, which is 
a strip of paved land, is valued at $6,600. And then the old walls, 
which, of course, cover an area of a little less than 2 acres, at something 
above $40,000. Of course, these 

Mr. Newtson. The rest of the land would have to be disposed of 
under the Property Act at a discount, did I understand? 

Mr. Knorr. Some of them might be disposed of. They would not 
necessarily have to be disposed of. But in the past lands have been 
disposed of there. The people of Puerto Rico got 62 acres for National 
Guard purposes. 

Mr. Netson. How much 

Mr. Knorr. Subject to rights to recapture. 

Mr. Netson. How much did the United States get for that? 

Mr. Knorr. That was authorized without reimbursement of funds, 
no reimbursement. 

Mr. Netson. You say two of the sites are going to be used by the 
Government of Puerto Rico for resettlement, to get people out of 

‘crowded areas? 

Mr. Knorr. Actually, that is secondary information because we 
are not putting any strings on their use, but that is my understanding, 
that they will be used for that purpose. 

Mr. Netson. What is the value of those two sites? 

Mr. Knorr. The larger one is the largest parcel in the whole area, 
Camp O'Reilly. We paid $284,000 for that land and it is valued now 
at $730,000. 

Mr. Newson. You say it is secondary information. Do you have 
any knowledge of how the Government of Puerto Rico will resettle? 
Will they charge the people for the land or will they just put them up? 
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Mr. Knorr. No; I do not, Mr. Nelson. I don’t know how that is 
done. 

Mr. Hess. Mr. Bishop. 

Mr. Bisuop. Who drew this bill? 

Mr. Knorr. It was drawn in the Department of Defense. 

Mr. Bisnop. And then handed over to the engineers to bring to 
the committee? 

Mr. Knorr. Yes, sir. The engineers have the responsibility for 
real-estate matters for the Army and this is Army interest; yes, sir. 

Mr. Bisnor. Has the Army recommended to the Department of 
Defense that this project is to throw the land together where it can all 
be used in block, whereby at the present time it is split up in different 
acreages, and that they are unable to use part of it? 

Mr. Knorr. That is right, sir. 

Mr. Bisuop. Is that the reason for the bill? 

Mr. Knorr. That is right, sir. 

Mr. Hess. Are you finished? 

Mr. Bisnop. Yes. 

Mr. Hess. The Commissioner of Puerto Rico wants toask a question. 

Mr. Frernés-Isern. Mr. Chairman. 

You are familiar with Puerto Rico, I suppose? 

Mr. Knorr. I have been there; yes. 

Mr. Fernés-Isern. Isn’t it a fact that Puerto Rico has a very large 
population to its area of land? 

a Knorr. Yes, sir; that is my understanding. I have seen some 
of it. 

Mr. Fernoés-Isern. That land is not only valuable as a market 
proposition, but for the fact that there is only so much land for the 
support of the people there? 

Mr. Knorr. That is right, sir. 

Mr. Frrnés-Isern. Therefore, any amount of land that is sub- 
tracted from agricultural purposes and devoted to something else is a 
reduction in the means of livelihood of the people of Puerto Rico? 

Mr. Knorr. That is right, sir. 

Mr. Frrnés-Isern. The Commonwealth purchased this land at 
Salinas. They took out of it, as | understand it—I am just asking— 
the number of squatters that used to live there, so the land might be 
free for the Army to use it? 

Mr. Knorr. That is right, sir. 

Mr. Frernés-Isern. That meant expense for the Commonwealth 
of Puerto Rico? 

Mr. Knorr. That is right. 

Mr. Fernés-Isern. Which is not included in this bill? 

Mr. Knorr. That is right, sir. 

Mr. Frernés-Isern. And those are the people that are to be re- 
settled in that land close by? 

Mr. Knorr. That is right, sir. 

Mr. Fernés-Isern. Which is being transferred to the Common- 
wealth of Puerto Rico? 

Mr. Knorr. That is right, sir. 

Mr. Fernés-Isern. Now, you are familiar with the city of San 
Juan? 

Mr. Knorr. Yes, sir. 
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Mr. Fernés-Isern. And you are familiar with the fact that in the 
old days it was surrounded all around by a high wall for defense 
purposes? 

Mr. Knorr. That is right, sir. 

Mr. Fernés-Isern. Now that wall and the forts were built— 
maybe you are not familiar with this. 

Mr. Knorr. No. 

Mr. Fernés-Isern. But I am just asking, with money from 
Mexico. 

Mr. Knorr. I did not know; no, sir. 

Mr. Frernés-Isern. Which paid for these defenses. And being a 
crown domain, it was transferred under the Treaty of Paris to the 
new sovereign, the United States, and part of that is being transferred 
now to the Commonwealth government, to be conserved as a national 
and historic site; is that correct? 

Mr. Knorr. That is right, sir. 

Mr. Fernés-Isern. In other words, it is not a business proposition? 

Mr. Knorr. No, sir. 

Mr. Frernés-Isern. Now the city of San Juan, except for parts of 
that wall toward the landside, which were destroyed in 1897, is now 
surrounded almost completely by this wall, and this wall is military 
property. Therefore, the city of San Juan is now surrounded by 
military property, except on the landside? 

Mr. Knorr. That is right, sir. 

Mr. Frernoés-Isern. Correct? 

Mr. Knorr. That is right. 

Mr. Fernés-Isern. And part of that is being transferred, .if this 
bill were approved, to the Commonwealth of Puerto Rico. 

Now, the first item—a strip of land alongside of Munoz Rivera 
Avenue, San Juan, and east of Army Medical Building—as I under- 
stand, that is just a very narrow strip of land, which lies between the 
avenue and the sea? 

Mr. Knorr. 135 feet wide, sir. 

Mr. Fernés-Isern. It just ends in a cliff? 

Mr. Knorr. That is right, sir. 

Mr. Fernés-Isern. And that is just in front of the capitol of 
Puerto Rico? 

Mr. Knorr. That is right, sir. 

Mr. Frernés-Isernx. It would have no building purposes, would it? 

Mr. Knorr. No. 

Mr. Frernés-Isern. Or value? 

Mr. Knorr. Beach, possibly, but that is all. 

Mr. Frernés-Isern. Well, that is a cliff? 

Mr. Knorr. Down below. 

Mr. Frernés-Isern. So this simply means an expansion, a possible 
yg To for traffic, and traffic is a great problem in San Juan. 

Now the old walls are at Fortaliza. What practical use can they 
be put to? 

Mr. Knorr. They couldn’t be devoted to any use other than that 
which it is being devoted right now. 

Mr. Fernés-Isern. If we tried to sell them, would there be any 
purchaser? They simply are being transferred from one authority 
to another to be kept for the same use they are being used now. But 
it would solve the problem of having the Fortaliza, the residence of the 
Governor, surrounded by military property to the very door, so the 
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minute the Governor steps out in the garden he is on military property. 
So it is just solving an akward situation. 

And these old walls have no military value at present that we know 
of, under modern conditions. 

Now the other items, P, C, D, E, F: They are small land holdings 
scattered in the vicinity of San Juan, which are of no military use any 
more; is that correct? 

Mr. Knorr. They were used for coast defenses, heavy coast de- 
fenses, and that has been discontinued; that is right. 

Mr. Fernés-Isern. Now, Camp O’Reilly—and I may tell the 
committee I am particularly familiar with this because it is in my 
home town. 

Mr. Hess. Go right ahead. 

Mr. Frernés-Isern. Used to be fine cane land. During the Second 
World War it was used as acamp. Since, it has been abandoned and 
hasn’t been used. The camp houses there have been destroyed by 
the action of the elements and now it is being used for agricultural 
purposes, isn’t it? 

Mr. Knorr. No. Actually, it is being used under a license arrange- 
ment with the Commonwealth for the training of insular police. 

Mr. Fernés-Isern. Since the arrangement was made. But there 
are roads built on that land? 

Mr. Knorr. That is right. 

Mr. Fernés-Isern. Built during the time that the camp was there. 
Therefore, its agricultural value has been greatly reduced? 

Mr. Knorr. Yes, sir. 

Mr. Frernés-Isern. And the area that could be used now for agri- 
cultural purposes would be much less than it was prior to its being 
purchased by the Army? 

Mr. Knorr. About 706 acres is suitable for growing cane. 

Mr. Frernés-Isern. Now, on the other hand, the Army wouldn't 
be increasing its establishment in Puerto Rico by the acquisition of 
this Salinas area. It would simply be adding to its facilities, for its 
operations or proper functions and purposes. What use this Salinas 
tract will be put to could not be done, the same objective couldn’t be 
reached, if they tried to use the walls or any of those small places 
scattered around the city, or even Camp O'Reilly, which is the largest 
tract. 

Now, may I ask: Since the consideration that the Commonwealth 
of Puerto Rico gets in having purchased this land, to transfer it to the 
Army, consists of this different pieces of land, do you think that ac- 
tually the Commonwealth is getting enough for what it is giving? 

Mr. Knorr. That is a difficult question for me to answer, sir. I 
think it certainly would be fair to point out that the costs have been 
and are being incurred by the Commonwealth now in an amount be- 
tween eight hundred and nine hundred fifty thousand, which was their 
appropriation. 

Actually, these figures are estimates of value and whether they could 
be realized or not is a matter of conjecture. They are determined by 
the best appraisal techniques known to us. But certainly when we 
have a value of 40,000 on the old walls, that might be open to some 
discussion as to whether that is market value. 

Mr. Frernés-Isern. The property that the Army is supposed to 
turn over to the Commonwealth might be divided into two parts: 
One, land that has been acquired by eminent domain or otherwise. 
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Mr. Knorr. Purchase. 

Mr. Fernés-Isern. Through payment of money. 

Mr. Knorr. Yes. 

Mr. Fernés-Isern. And land which is actually part of the old 
military establishment in San Juan which was transferred under the 
Treaty of Paris? 

Mr. Knorr. That is right. 

Mr. Fernoés-Isern. This latter part, of course, wasn’t considered 
to be purchased with money, but was a matter of an international 
problem which was solved that way. 

How much actual money has been spent by the Government of the 
United States to acquire that part of this old property which was 
actually purchased? 

Mr. Knorr. $354,000, sir. 

Mr. Fernés-Isern. While the land in Salinas has cost the Com- 
monwealth government, you said how much? 

Mr. Knorr. Between $800,000 and $900,000. 

Mr. Fernés-Isern, The Commonwealth wouldn’t have purchased 
that land, had it not been that they intended to exchange it for these 
other military properties? 

Mr. Knorr. That is right, sir. 

Mr. Frernés-Isern. That is all. 

Mr. Hess. -Any other questions? 

Mr. Netson. Could the Commissioner give us any idea of how 
_— it cost the government of Puerto Rico to move these squatters off 
the land? 

Mr. Fernoés-Isern. I wouldn’t have any idea at present. But I 
can get that. 

Mr. Hess. If there are no more questions, will you furnish that 
letter that Mr. Bennett asked for? 

Mr. Knorr. Yes, sir. 

Mr. Hess. And when we receive that letter, why, the committee 
will give further consideration to this bill, then. 

Mr. Bennett. He touched on one thing in his last question which 
I, as a member of the committee, am happy to have in the letter 
because it is involved. He at least implied to me there might be some 
obligation of the Federal Government to make a disproportionate gift 
to the Puerto Rican government on the grounds of having entered into 
some sort of an arrangement. If that is so, if the Puerto Rican govern- 
ment has been misled or led into making appropriation which we are 
sort of morally bound to fulfill, then I think that could well be a part 
of the letter. 

But I personally feel when you take out of this thing the historic 
area which you have indicated is only about $40,000, you have a 
disproportionate thing on the basis of appraised value, and it seems 
to me that the people of Puerto Rico, which is now a Commonwealth, 
ought to be as proud as the people of Florida and ought to be dealt 
with on an equal basis, unless there is some particular reason for a 

ant to be given to the people of Puerto Rico indirectly by this 
egislation. That is all. 

Mr. Hess. Any further questions? 

(No response.) 

Mr. Hess. All right. 

(The committee proceeded to further business.) 
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H. R. 2315 and H. R. 4554 


Hovusr or REPRESENTATIVES, 
SUBCOMMITTEE No. | OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, April 30, 1958. 
The subcommittee convened, pursuant to call, the Honorable 
William E. Hess, presiding. 
Mr. Hess. The next two bills are H. R. 2315 and H. R. 4554, which 


would provide for concurrent a of the State and the United 
States with respect to the policing of roads within the Fort Belvoir 
Military Reservation and Fort Sill, respectively. 

(The bill is as follows:) 


[H. R. 2315, 83d Cong., 1st sess.] 


A BILL To retrocede to the State of Virginia concurrent jurisdiction over certain highways within Fort 
Belvoir, Virginia. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That there is hereby granted to the State of 
Virginia a retrocession of jurisdiction over portions of highways described below 
within the Fort Belvoir Military Reservation to the extent that all laws of the 
State and all laws of the United States shall be applicable thereon and the United 
States shall exercise concurrent jurisdiction thereover. 

United States Highway Numbered 1 between the easterly and westerly bound- 
aries of the reservation, Virginia Highway Numbered 617 from Accotink to the 
northwesterly boundary of the reservation, Virginia Highway Numbered 618 
between United States Highway Numbered 1 and Virginia Highway Numbered 
613, Virginia Highway Numbered 613 from its intersection with Virginia Highway 
Numbered 611 (also known as Telegraph Road) to its intersection with Virginia 
Highway Numbered 618, and over the following area: Beginning at the inter- 
section of the center lines of Virginia Highways Numbered 613 and 617; thence 
westerly at right angles to the center line of Highway Numbered 617, 4 feet; 
thence north forty degrees west two hundred thirty-two and forty-seven one- 
hundredths feet to center of bridge; thence north fifty degrees east fort.;-four 
feet to a point in stream; thence south forty degrees east one hundred eighty-eight 
and forty-seven one-hundredths feet to a point in Highway Numbered 613; 
thence south five degrees west sixty-two and twenty-three one-hundredths feet to 
point of beginning. This legislation is to be effective only as to those portions of 
the highways and area indicated herein over which the United States has hereto- 
fore acquired exclusive jurisdiction and shall not affect portions of such highways 
and area, if any, over which exelusive or concurrent jurisdiction is now vested 
in the State of Virginia. The general location of the numbered highways and 
the bounded area are shown on a map designated: War Department, O. C. E., 
Construction Division, Real Estate, Fort Belvoir Lay-out Map, approved 
September 22, 1944, drawing numbered MAD 37, on file in the Office, Chief of 
Engineers, Department of the Army. 

Sec. 2. The retrocession of jurisdiction provided for in section 1 of this Act 
shall take effect upon the acceptance thereof by the legislature of the State of 
Virginia. 

Mr. Hess. These roads are heavily traveled by the civilian public 
and although some military jurisdiction is necessary, the Department 
feels the prime responsibility for policing the roads should rest with 
the civilian authorities. The witness on these bills also is Mr. Lawson 
B. Knott, legislative attorney, Office of the Chief of Engineers. We 
shall be glad to have any statement on this measure that you care to 
make, Mr. Knott. 

Mr. Knorr. Mr. Chairman, this bill and H. R. 4554 are similar 
and they are designed to meet the same problem where we have 
heavily traveled highways traversing, cutting through a military 
reservation. Many of you are familiar with Highway 1, in the case 
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of Fort Belvoir, of course and there are some alternate, or some con- 
necting State roads that are involved in the case of Fort Belvoir. 
This would simply put us in the position of taking care of our own 
— in the area and allowing the State to take care of its own prob- 
em. 

In the case of Fort Belvoir, the State has since 1929 been reluctant— 
and there have been a number of cases of conflict of jurisdiction in 
the case of Highway No. 1—and since 1946, sir, the State has with- 
drawn its policing force altogether. In 1951, a traffic count indicated 
as many as 48,000 vehicles traveling that area in the course of a 24-hour 
period. So it does present a great problem. If the military police 
the matter from the standpoint of the civilian traffic at all, it has the 
problem of taking them to the United States Commissioner at Alexan- 
dria, 12 miles away. So it imposes a burden which they are not able 
to meet. 

Mr. Hess. Any questions on these bills? 

Mr. Neuson. No questions. 

Mr. Hess. All right. Is there any objection to these bills by any 
member of the committee? 

Mr. Price. Mr. Chairman? 

Mr. Hess. Mr. Price. 

Mr. Price. Does the State authority require this legislation to 
patrol a highway, Route No. 1, for instance? 

Mr. Knorr. Not if they had concurrence jurisdiction, Mr. Price, 
but our problem is that we have exclusive jurisdiction and we want 
to allow them to 

Mr. Price. You have exclusive jurisdiction? How did you get 
exclusive jurisdiction over that State highway? 

Mr. Knorr. Actually the State highway was not there—— 

Mr. Price. The national highway, I mean. It is the State high- 
way—it is a United States highway. 

Mr. Knorr. That is right. Actually, that road, the present road, 
was relocated within the confines of the reservation in 1932 and that 
presented the problem at that point. 

Mr. Price. Understand, I don’t object to the legislation. It is 
just a matter of curiosity. 

Mr. Knorr. That is right. 

Mr. Price. That the State would give up control. 

Mr. Knorr. Actually—— 

Mr. Price. Of a highway. 

Mr. Knorr. The Constitution envisioned acquiring exclusive jur- 
isdiction. As a matter of practical effect these days, and a matter of 
the Revised Statutes 355, which is the basic law, that has been 
amended in 1940, we do now acquire less than exclusive jurisdiction. 

Some States in their enabling acts have recently provided that that 
is the maximum jurisdiction that will be given. 

So actually this corrects the situation which does not frequently 
obtain in the case of the newer installations. 

(The second bill is as follows: ) 


[H. R. 4554, 83d Cong., 1st sess.] 


A BILL To retrocede to the State of Oklahoma concurrent jurisdiction over the tighe-et-way for United 
States Highways 62 and 277 within the Fort Sill Military Reservation, Oklahoma 

Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, That there is hereby granted to the State of Okla- 

homa a retrocession of jurisdiction over that part of the Fort Sill Military Reser- 
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vation for which permission to use as a highway right-of-way for United States 
Highways 62 and 277, eighty feet in width, with necessary borrow pits, was 

ranted to the State of Oklahoma by the Assistant Secretary of War by permit 

ated October 13, 1932. This retrocession of jurisdiction is granted to the extent 
that all laws of the State and all laws of the United States shall be applicable 
within the entire area included within the said permit and the United States and 
the State shall exercise concurrent jurisdiction thereover. 

Sec. 2. The retrocession of jurisdiction granted shall be effective upon the 
acceptance thereof by the Legislature of the State of Oklahoma. 


Mr. Nevtson. Mr. Chairman, I move we report H. R. 2315 and 
H. R. 4454 favorably to the full committee. 

Mr. Hess. Any objection? 

If not, the bills H. R. 2315 and H. R. 4554 will be reported favorably 
to the full committee. 

(Whereupon, the subcommittee proceeded to further business.) 


H. R, 2312 


House or REPRESENTATIVES, 
No. 1 OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, April 30, 1958. 
The subcommittee convened, pursuant to call, the Honorable 
William E. Hess presiding. 
Mr. Hess. The next bill is H. R. 2312. 
(The bill is as follows:) 


[H. R. 2312, 83d Cong., 1st sess.] 


A BILL To repeal Public Law 820, Eightieth Congress (62 Stat. 1098), entitled ““An Act to provide a 
sovelving fone for the purchase of agricultural commodities and raw materials to be processed in occupied 
areas and sol 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That Public Law 820, Eightieth Congress 
(62 Stat. 1098), entitled ‘‘An Act to provide a revolving fund for the purchase of 
agricultural commodities and raw materials to be processed in occupied areas 
and sold,” is hereby repealed. 

Src. 2. This Act shall take effect on June 30, 1953. 


Mr. Hess. This bill would repeal Public Law 820 of the 80th 
Congress, sometimes known as the National Fibers Act. Public Law 
820 provided for a fund of $150 million for the purchase of natural 
fibers and other materials for use in assisting the economic recovery of 
occupied areas. Japan was the only occupied area to take advantage 
of this fund and it did so to the extent of some $57% million. The 
Department feels this law should be repealed since it is no longer 
necessary. 

While it is on the books the Secretary must make an annual report 
with respect to the status of the fund. The preparation of this report 
involves an administrative function which consumes time. The 
witness on this bill is Col. Robert W. King, Office of the Chief of Civil 
Affairs and Military Government. 

Colonel King, the committee will be glad to hear from you. 

Colonel Kine. The bill which provides for the purchase of cotton 
and products connected with the manufacture of cotton goods has not 
been used now for 3 years. The last cotton purchased under this bill 
was in 1950. It was for occupied areas only. The occupied areas 
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now are just about done. It has been determined that there will be 
no further need for cotton as provided under this bill for the areas 
which are still remaining. 

The money has been paid back. The note has been canceled. 
There are no funds tied up. Everything has been completed and the 

urpose of the bill satisfied. The only thing that remains is that the 

pill is still law and is not needed. 

Mr. Hess. I want to congratulate you, Colonel, for coming before 
us and asking to repeal some legislation. We usually have to pass 
additional legislation every time we sit. Are there any questions by 
any members of the committee? 

Mr. Nextson. Colonel, what has happened to the revolving fund? 

Colonel Kina. To the revolving fund, sir? 

Mr. Netson. Yes. Did the funds revert to the Treasury, or what? 

Colonel Kine. The funds were reverted to the Treasury. The 
$574 million were used to purchase cotton. That amount includes 
the interest which was paid. The cotton was manufactured into 
cloth, the cloth sold for dollars, and the dollars paid back to the 
Treasury. 

Mr. Newson. So that the entire amount of the revolving fund to- 
gether with interest has been paid in the Treasury? 

Colonel Kine. That is correct. All bookkeeping on the matter is 
complete. 

Mr. Hess. Any further questions? 

Mr. Keviener. | have one question, Mr. Chairman, if I may. 

Mr. Hess. Mr. Kelleher. 

Mr. Ketiener. I notice that the basic law, Colonel, Public Law 
820, says in section 4 that: 

At such time as the President or the Congress by concurrent resolution shall 
determine that the fund is no longer acquired for the purpose of that act, the une 
obligated balance of the fund shall be repaid to the Secretary of the Treasury, 

I gather that there has been either a specific determination by the 
President, or a concurrent resolution, to that effect; is that correct? 

Colonel Kine. Yes. That was accomplished through getting con- 
currences from all executive agencies interested and through the 
Bureau of the Budget. 

Actually the Bureau of the Budget is the one that determines for 
the President. 

Mr. Kevieser. But that determination has been made? 

Colonel Kine. It has been made. 

Mr. Keviener. So we won’t have that, as a residual matter, later 
on, to repeal or to enact legislation to take care of that? 

Colonel Kine. That is correct. 

That was completed a year ago. 

Mr. Hess. If there is no objection, the bill will be reported favor- 
ably to the full committee. 

(Whereupon the subcommittee proceeded to further business.) 
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H. R. 2314 


House or REPRESENTATIVES, 
No. 1 OF THE 
CoMMITTEE ON ARMED SERVICES, 

Washington, D. C., Thursday, April 30, 1953. 


The subcommittee convened, pursuant to call, the Honorable 
William E. Hess presiding. 

Mr. Hess. The next bill is H. R. 2314. 

(The bill is as follows:) 


{H. R. 2314, 83d Cong., Ist sess.] 


A BILL To authorize the Secretary of the Navy to convey to the Tarrant County Water Control and 
Improvement District Numbered 1 certain parcels of land in exchange for other lands and interests 
therein at the former United States Marine Corps Air Station, Eagle Mountain Lake, Texas 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, in considzration of the conveyance to the 
United States of America by the Tarrant County Water Control and Improve- 
ment District Numbered 1, of fee simple title to two certain parcels of land and 
avigation easement rights in other lands described in section 2 hereof, the See- 
retary of the Navy is authorized to convey to the said Tarrant County Water 
Control and Improvement District Numbered 1, all right, title, and interest of 
the United States of America in and to three parcels of land at the former United 
States Marine Corps Air Station, Eagle Mountain Lake, Texas, comprising an 
aggregate of two hundred twenty-five and five one-hundredths acres, more or 
less, and indicated as section 1, 2, and 3 of area D on publie works drawing 
numbered 4847 approved February 10, 1950, a copy of which is on file in the 
Navy Department, reserving however, to the United States of America, avigation 
easement rights and such other rights in, to, and over said lands as the Secretary 
of the Navy may deem proper. 

Sec. 2. The Secretary of the Navy is authorized to accept the conveyance to 
the United States of America by the said Tarrant County Water Control and 
Improvement District Numbered 1 of fee simple title to two parcels of land at 
the said former United States Marine Corps Air Station, Eagle Mountain Lake, 
Texas, containing an aggregate area of two hundred forty-four and thirty one- 
hundredths acres, more or less, and indicated as areas A and B on said publie 
works drawing numbered 4847, together with perpetual avigation easement rights 
acceptable to the Secretary of the Navy over other lands of the said district 
lying in the flight clearance zone of the east-west runway of the said air station. 


Mr. Hess. This bill would authorize an exchange of lands at the 
Marine Corps Air Station, Eagle Mountain Lake, Tex. 

In essence, the Government would convey to the district 225 
acres, reserving avigation easements and other rights, and the 
district would convey to the Government 224 acres to go with aviga- 
tion easements over other lands belonging to the district. No cash 
consideration will be involved in the exchange. 

The witness on this bill is Mr. W. B. Tiencken, Bureau of Yards 
and Docks. 

The committee will be pleased to hear any statement you have to 
make, Mr. Tiencken. 

Mr. Trencken. I have a prepared statement which I can brief 
down for you. 

In 1942 when we acquired this property for Eagle Mountain Lake, 
tract 16 was owned by Kern County Water District. At that time 
rather than fight a condemnation suit through to acquire fee title, 
we took a determinable fee for a very small amount of money, $3,296, 
in lieu of an estimated value of approximately $25,000. 
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At the end of the war, the station was closed down and we made 
the property available to a Navy contractor and to the National 
Guard. The water district indicated that our action was not for 
naval purposes and therefore that this determinable fee was ter- 
minated. 

We entered into negotiations with them and arrived at this pro- 
posal to swap a portion of property that we had acquired in the ac- 
quisition for the portion which we absolutely needed to protect our 
runway investment in the parcel that was undisputed. 

We divided up these properties and placed a value on them, that 
the Navy is giving up approximately $15,000 worth of property in 
exchange for a clear title to approximately $16,287 worth of property. 

So that we feel it is a fair swap and it gets us out of a dispute. 

Mr. Hess. Giving up $15,000 for $16,000? 

Mr. TreNcKEN. Yes, sir. 

Mr. Hess. Well, that is pretty good business. 

Mr. Netson. I move we report it favorably, Mr. Chairman. 

Mr. Hess. Is there objection to reporting the bill favorably to the 
full committee? 

There is none. So ordered. 

(Whereupon, the subcommittee proceeded to further business.) 


H. R. 2317 


Hovuse or REPRESENTATIVES, 
SuBCOMMITTEE No. 1 OF THE 
ComMMITTEE ON ARMED SERVICES, 

Washington, D. C., Thursday, April 30, 1953. 


The subcommittee convened, pursuant to call, the Honorable 
William E. Hess presiding. 

Mr. Hess. The next bill is H. R. 2317. 

(The bill is as follows:) 


[H. R. 2317, 88d Cong., Ist sess.] 


A BILL To authorize the Secretary of the anew f to furnish certain supplies and services to foreign naval 
vessels on a reimbursable basis, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States in 
Congress assembled, That the Secretary of the Navy, under such regulations as 
as he may prescribe, is authorized to furnish foreign naval vessels at Umted 
States ports and naval bases— 

(1) routine port services such as pilotage, tugs, garbage removal, line 
handling, and utilities on a reimbursable basis without an advance of funds 
when such routine port services are furnished on a like basis to United States 
naval vessels at ports and navai bases of the country concerned; 

(2) miscellaneous supplies such as fuel, provisions, spare parts, and general 
stores on a reimbursable basis without an advance of funds when a prior 
agreement conferring reciprocal rights on the United States and covering the 
reimbursement theretor has been negotiated with the country concerned; and 

(3) supplies and services such as overhauling, repairs, and alterations, 
including the installation of equipment, when funds to cover the estimated 
cost thereof have been made available in advance. 

Sec. 2. Payments for the supplies and services furnished pursuant to paragraphs 
(1) and (2) of the first section of this Act may be credited to current appropria- 
— os as to be available for the same purposes as the appropriation initially 
charged. 
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Mr. Hess. This is a bill sponsored by the Navy Department which 
would authorize the Secretary of the Navy to furnish certain supplies 
and services to foreign naval vessels in our ports. 

At the present time, foreign naval vessels requiring supplies and 
services must pay for them in advance, while as a general rule the 
United States naval vessels in foreign ports do not have to make 
advance payments. 

The Navy states that this bill would cause no increase in budgetary 
requirements for the Department and that its principal purpose is to 
eliminate a source of embarrassment to the Navy Department. 

The first witness will be Capt. L. J. Roberts, Bureau of Supplies 
and Accounts. 

Captain, will you proceed, please? 

Captain Rosperts. Good morning. With your permission, I have 
a prepared statement I would like to submit as a matter of record, 
but I would like to talk on the bill itself, sir, if you like. 

(The statement is as follows:) 


SratTeMent or Cart. Levi J. Roperts, Suppty Corps, Unrrep States Navy, 
ASSISTANT CHIEF FOR ACCOUNTING AND DISBURSING, BUREAU OF SUPPLIES 
AND Accounts, NAvY DEPARTMENT 


Mr. Chairman and members of the committee, my name is Levi J. Roberts, 
Captain, Supply Corps, United States Navy. I am the Assistant Chief for 
Accounting and Disbursing, Bureau of Supplies and Accounts, Navy Department. 

The purpose of H. R. 2317 is to authorize the Secretary of the Navy under such 
regulations as he may prescribe to furnish foreign naval vessels at United States 
ports and naval bases the following categories of supplies and services under the 
conditions prescribed for each category: 

(1) Routine port service such as pilotage, tugs, garbage removal, line handling, 
and utilities on a reimbursable basis, but without an advance of funds either 
at a local or a departmental level when comparable services are furnished on a 
like basis to United States naval vessels at ports and naval bases of the country 
concerned; 

(2) Miscellaneous supplies such as fuel, provisions, spare parts, and general 
stores likewise on a reimbursable basis without an advance of funds, but only 
after an agreement conferring reciprocal rights on the United States and covering 
reimbursement for the supplies has been negotiated with the country concerned; 

(3) Supplies and services such as overhauling, repairs and alterations to foreign 
naval vessels ineluding the installation of equipment, only after funds covering 
the estimated costs thereof have been made available to the United States in 
advance. 

The bill also provides the payment for the first two categories for supplies and 
services may be credited to current appropriations so as to have available for the 
same purposes as the appropriations initially charged. 

Under existing law supplies and services of the types enumerated in this pro- 
posed legislation must be paid for in advance when foreign naval vessels are the 
recipients. As a general rule when United States naval vessels visit ports or 
naval bases of foreign countries no such demand for payment in advance is made. 
The need for the proposed legislation therefore is indicated by the fact that the 
present necessity of attaining advances of funds from representatives of friendly 
foreign nations when their vessels visit the United States has been a consistent 
source of embarrassment to United States naval commanders. This legislation 
would eliminate this source of embarrassment and by so doing would further the 
friendly cooperation of naval forces of foreign governments with those of the 
United States. It should be noted that the proposed legislation would eliminate 
the requirement for payment in advance only where necessary to place the United 
States on a reciprocal basis with the country concerned. 

This proposal would cause no increase in budgetary requirements for the 
Department of Defense. The Navy Department on behalf of the Department of 
Defense recommends enactment of H. R. 2317. This proposal has been approved 
by the Bureau of the Budget. 
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Captain Rosperrs. Under the existing regulations we require when 
a foreign vessel comes into a port of the United States to put up 
advance funds for any services such as routine port services, pilotage, 
tugs, garbage disposal, handling of lines and utilities. 

‘And then after we supply these materials to them, prior to their 
departure, we make a refund to the agency or to the vessel. 

When our ships go into foreign ports, we are not required to make 
that advance. 

It places us somewhat in an embarrassing position when you have a 
friendly nation coming into port for these services, that you require 
them to make the advance. We would like to suggest that the legis- 
lature gives us what we have in commercial practice, that you buy and 
then you are billed for it and then you pay upon being billed. 

At the present time, with the banks and financial institutions 
working on a 5-day basis, when our friendly nations come in, their 
vessels come into port, these banking facilities are not available for 
them to get the money or the exchange to make the advance prior to 
issuance of the material. Sometimes it prohibits us from furnishing 
these supplies. We believe it will foster better relations, more 
friendly relations, and we believe we can give a service to a nation on 
a reciprocal basis, to those that allow us the same privilege. 

We believe it will help us and relieve some of the embarrassing 
conditions we have. We contemplate no loss at all. We think if you 
trust them for the security of our Nation, you can trust them to get 
the supplies that the vessels need. 

Mr. Hess. The bill refers to military vessels. 

Captain Roperts. Military vessels, sir. I will be very glad to 
answer any questions that you may present, sir. 

Mr. Hess. Any questions? 

Mr. Bisnor. Yes. Have you ever made this request before? 

Captain Roserts. No, sir; we have not, sir. 

Mr. Bishop. Why? 

Captain Roperts. Well, we had the advance and we didn’t have 
the allies that we have now at the present time on reciprocal basis 
where we could go into foreign nations and get services on our vessels 
without requir.nz an advance, sir. 

Mr. Brsnop. How long has this practice been going on now, to your 
knowledge? 

Captain Roperts. Well, ever since World War II, sir. 

Mr. Brisuop. The reciprocal end of it: are you able to get the same 
results from other countries as you would give to them? 

Captain Roperts. Yes, sir. If we cannot, sir, we would not offer 
this service or privilege to them, sir. 

Mr. Bisuop. There will be no limit on this? 

Captain Roserts. Not on routine services or supplies and provi- 
sions. There would be on a requirement of an advance on repairs, 
because that is a major charge. This is only for supplies to assist 
them in maneuvering with our vessels on joint operations. 

Mr. Bisoop. What would be the limit as to dollars? 

_ Captain Roberts. There is no limit, sir. There is no proposed 
it, sir. 

Mr. Bisuop. That is all. 

Mr. Price. What has been your own experience in the matter of 
advances in foreign ports? 
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Captain Roperts. I didn’t get that. 

Mr. Pricz. What has been your own experience in the matter of 
advances in foreign ports? 

Maybe you can answer Mr. Bishop’s question in that way. What 
is the usual? 

Captain Roserts. When we go into a foreign port with a United 
States vessel, the services of the port such as for tugs, harbor service, 
pilotage, and lines—handling the lines when you bring the ship along 
the dock—they render those services without requiring any advance 
of funds whatever. 

Prior to our departure, sir, we can pay or they will bill our Embassy 
or State Department. 

Mr. BisHop. Wert you ever handicapped by not having enough 
money at some port? 

Captain Roperts. The United States Navy has been very well 
pleased with its finances. We haven’t had any trouble, sir. 

Mr. Bisuor. In turn, then, have you had people that didn’t have 
the money and had to leave their ship until they could pay off—or 
they would have had to pay in advance of course. Would there be 
any delay as to the repairs? 

Captain Roserts. I am speaking about foreign vessels now. 

Mr. Bisuop. That is what I am talking about. 

Captain Roserts. Where we require an advance, sir. When you 
have banking institutions that are closed on Saturday in some of the 
States, and that is the case in Virginia, my home State—Virginia 
closes the banks on Friday night, and they don’t open until Monday, 
and should a foreign vessel come in port over the weekend and desire 
fuel and provisions and other necessary supplies, you might say, if 
they do not have the sufficient amount of moneys to pay for it, they 
would not be furnished that service until we could get an advance 
from the Embassy. 

Mr. Hess. Mr. Doyle. 

Mr. Doyte. Calling your attention to subdivision 3, on page 2. 

Captain Roserts. Yes, sir. 

Mr. Doyte. I notice you are only asking an authorization to do 
such overhauling, repairs, and alterations including the installation 
of equipment when foreign nations have made the estimated cost 
available in advance. Why do you differentiate between repairs and 
alterations, as referred to in subdivision 3, and miscellaneous supplies 
such as fuel? 

Captain Ropers. Well 

Mr. Doy te. Isn’t the credit of the foreign nation equally good for 
repairs as it would be for fuel oil? 

Captain Roserrs. Well, I would like to answer that, sir. We 
think that when you have repairs and services, of which we speak in 
subparagraph 3 here, they go up in sizable amounts and are not for 
routine operation. They are for a specific purpose, such as the over- 
haul of a ship, and the moneys would be involved—they have had 
time to estimate, they have had time to accumulate, and they have 
had time to submit figures. 

Mr. Doyte. Granting that that is evident, isn’t that the present 
regulation? 

Captain Roserts. Yes, it is, sir. There is no change in that, in 
overhaul service. 
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Mr. Doyte. If that is the present regulation, why—you are asking 
that it be made statutory? That is the present regulation, isn’t it, 
of the Navy? 

Captain Roperts. Yes, sir; it is a regulation of the Navy that we 
prescribe the advance for all services and supplies to vessels of foreign 
governments. 

Mr. Doyie. Why are you asking it be made statutory law? 

Captain Roperts. We would like to have permanent legislation 
on the books so we will know we can do certain procedures, certain 
works, such as supplies and services, without requiring this advance. 

Mr. Ketiener. Captain, I believe Mr. Doyle’s question is directed 
to item 3 only. 

Mr. Doyte. That is correct. 

Mr. Ketuener. That is the law today, so to speak, and Mr. Doyle’s 
question is why do you bother to put it in this bill? 

In other words, if you didn’t have item 3, you would just continue 
as vou are doing now, is that right? 

Captain Rogertrs. That is right, we would, sir. 

Mr. Dorie. Why, though, do you put it in the bill? 

Why do you make it a matter of statute if for many years it has 
been working O. K. as a matter of Navy regulations? 

Captain Roserts. We thought by the introduction of this into the 
bill that it would make it more concise and clearer to the people in the 
execution of the provisions, sir. There would be no question about it. 
You wouldn’t have to refer to two. It would be in one package, sir. 

Mr. Hess. Are there any rations, Captain, that do not permit us 
to come in on the basis that you propose here? 

Captain Roserrts. I know of no foreign country et the present 
time that does not provide that service to us without requiring it. 

Mr. Hess. They provide the service without our placing a certain 
sum on deposit? 

Captain Roserts. That is right, sir; an advance. 

Mr. Hess. And we propose to give it just to those nations that give 
us the same privilege? 

Captain Roperts. On a reciprocal basis. Only to those countries 
that give us the same privilege and right, sir. Those that donot,sir, 
we will not offer that courtesy. 

Mr. Bisnor. Mr. Chairman. 

Mr. Hess. Mr. Bishop. 

Mr. Bisnop. You pay for this or is it just an exchange? Suppose a 
ship comes in over here, and there is this reciprocal agreement, and 
they take 100,000 gallons, and then we go over and we get 20,000. 
You mean to tell me you don’t pay for the 80,000? 

Captain Rorerts. No, sir; we will pay for it. We don’t require the 
advance. Our Government and their government will pay for all the 
materials they get, but they don’t require them to put up an advance 
fund prior to the delivery of the material, sir. Each of us, both our 
country and the foreign country, will pay for the services. 

Mr. Bisnop. In other words, it is cash on the barrel head? 

Captain Roserts. At the present time, sir, cash on the barrelhead, 
in advance. 

Mr. Bisuor. Why wouldn’t it be then, if you pay for the things 
that you order? Although you pay for it this time in advance, then 
you pay for it after you get it, is that what is in the bill? 
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Captain Roperts. What we propose to do under this bill, sir, is use 
commercial practice, where you get the materials and then are billed 
for them and pay after delivery, and not put up the money in advance 
before delivery. 

Mr. Netson. Captain? 

Captain Roserrts. Yes, sir. 

Mr. Netson. Do any of the ports of foreign nations furnish us 
with overhauling, repairs, and alterations without a cash deposit? 

Captain Roserts. Would you mind saying that again, sir? 

Mr. Netson. Do any of the foreign nations furnish our naval craft 
with overhauling, repairs, and alterations without demanding the 
cash deposit? 

Captain Roperts. We on certain cases, sir, during the last national 
emergency we had, have gone into ports without putting up the 
advance of funds. But when you come to the question of repairs 
and major overhauls to vessels, sir, it comes very much into the 
higher bracket of dollars and we do then try to advance the money 
to the nation rather then be indebted. 

Mr. Newson. Well, if any other nation furnishes us with overhaul, 
repairs, and alterations, without asking a cash deposit, shouldn’t we 
reciprocate in the same way? 

Captain Ropers. Well, yes, we could reciprocate, but we don’t 
propose to do it, sir. We think in the overhaul and repairs, when 
you get into a period of time that you can arrange for the repairs, 
you could also arrange for the advance of funds. We think that on 
the services you just don’t have the time essentially to do it, sir. 

Mr. Hess. Mr. Doyle. 

Mr. Doy te. How long on the average, after a foreign government 
is billed does the United States receive payment? 

Captain Roserrs. Under present procedure, sir, we require the 
money in advance for services and for repairs, and after we complete 
the repairs and services we make a refund from the amount of money 
advanced, after we subtract the labor and materials, sir. Under the 
proposed legislation, sir, we propose to deliver the material to the 
government vessel and then bill either the ship or the embassy which- 
ever the Department decides they want to bill. We think we can 
get our money back within a 30-day period, sir. 

Mr. Doyte. I didn’t make my question clear. I was wondering 
what the practice is between nations in such matters. Do they pay 
within 30 days or 60 days or 90 days or what period of time after you 
give them a bill? 

Captain Ropers. Well, I would say, sir, that the payment was 
within 30 days from the date of the billing, sir. 

Lots of times our billing, sir, is not as prompt as they could be, 
because we are trying to accumulate our labor and our overhead 
charges, sir. But we get it within 30 days of the billing. I am sorry 
I didn’t understand the question. 

Mr. Netson. Mr. Chairman, I move the bill be reported favorably. 

Mr. Bisuop. You say you get paid within 30 days? 

Captain Roserts. Speaking of the Navy, we are very proud of 
the payment of our bills and we do make a concerted effort to pay the 
bills of other countries. When we were billed from the foreign nations, 
we would pay as promptly as we could satisfy ourselves that the bill 
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was just and correct; and the foreign nations, when we bill them, will 
also follow the same ‘procedures. 
Mr. Nextson. I move we report the bill favorably, Mr. Chairman. 
Mr. Huss. Is there any objection? 
If not, the bill will be reported favorably to the full committee. 
Captain Roserts. Thank you, very much, sir. 
Mr. Hess. Yes, sir. Thank you. 
(Whereupon the subcommittee proceeded to further business.) 


H. R. 2313 


Hovust or REPRESENTATIVES, 
SuBCOMMITTEE NO. 1 oF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C., April 30, 1958. 


The subcommittee convened, pursuant to call, the Honorable 
William E. Hess presiding. 

Mr. Hess. The next bill is H. R. 2313. 

(The bill follows:) 


{H. R, 2313, 83d Cong., 1st sess.] 


A BILL To continue the effectiveness of the Act of March 27, 1942, as extended, relating to the inspection 
and audit of plants, books, and records of defense contractors, for the duration of the national emergency 
proclaimed December 16, 1950, and six months thereafter. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act of March 27, 1942 (56 Stat. 185, 186, 
ch. 199, sees. 1301-1304), as extended by subsection 1 (a) (2) of the Emergency 
Powers C ontinuation Act (Public Law 450, Eighty-second Congress), shall remain 
in full foree and effect until six months after the termination of the national 
emergency proclaimed by the President on December 16, 1950 (Proe. 2914, 3 
C. F. R., 71), notwithstanding any limitation by reference to war of the time during 
which the powers and authorizations therein granted may be exercised. 


Mr. Hess. This is a bill to extend a portion of a statute passed in 
1942, which provided for the inspection, audit, and examination of the 
lants, books, and records of contractors with whom defense contracts 
ave been placed. The 1942 statute has been extended several times, 
the second, last time, by Public Law 450, until April 1, 1953. 

On March 31 of this year, Public Law 12 was approved, which 
extended this provision of law until July 1, 1953. The bill before us 
now would extend this inspection and audit power until 6 months 
after the termination of the national emergency proclaimed by the 
President on December 16, 1950. 

The witness on this bill is Mr. A. B. Thomas, technical adviser to 
the Auditor General of the Air Force. We shall be glad to hear any 
statement you care to make, Mr. Thomas. 

Mr. Tuomas. I have a prepared statement which I would like to 
read, Mr. Chairman and members of the committee. 

This bill provides for the inspection and audit of the plants, books, 
— se of any contractor with whom a defense contract has been 

‘ It is considered pertinent to state that the purposes of an audit of 
any type of account are, as a general rule, three: 

irst, to determine the accuracy of the ‘records; second, to test the 
propriety of the recorded transactions; and third, the psychological 
effect of periodic examination. 
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Thus, auditing itself is a type of control over the acts of individuals 
which might result in loss to the procurement agencies. 

Audits are made by the Defense Department in connection with 
two principal kinds of contracts—the cost rimbursement type, com- 
monly referred to as the cost plus a fixed fee, and the fixed-price 
contract with provision for price redetermination. The straight 
fixed-price prime contract does not, as a general rule, require auditing; 
however, straight fixed-price subcontracts under cost reimbursement 
and price redetermination prime contracts are frequently audited 
since they represent, in many instances, a large portion of the prime 
contract costs. 

Cost reimbursement contracts must all be audited to see that the 
contract provisions regarding kinds of costs to be reimbursed are com- 
plied with and the amounts claimed are reasonable. Fixed-price 
contracts with price redetermination provisions are audited in order 
to provide procurement officers with factual cost data and technical 
accounting advice. Based upon his review of the contractor's ac- 
counts, the auditor is able to furnish the procurement officer with 
valuable information not only in respect to the actual costs incurred 
during a given period, but also in regard to probable future costs as 
indicated by trends from one period to another, as well as in relation to 
changes in volume of production or plant capacity. 

Another very important function of the Government auditor is that 
of assisting contractors in the development of improved accounting 
methods and procedures which frequently result in savings to the 
Government, as well as assuring greater accuracy of cost statements 
and claims for reimbursement. 

During World War il the Army, Navy, and Air Force made ex- 
tensive use of the inspection and audit provisions contained in title 
XIII of the Second War Powers Act. Since World War II the armed 
services have been placing a similar clause in the contractual instru- 
ment whenever practicable. In this connection, it is believed that 
the existence of the statutory inspection and audit provision has 
materially aided in the acceptance by contractors of such a clause in 
their contractual instruments. 

However, it is administratively impracticable for the procurement 
agencies to place, or supervise the placement of, such a clause in all of 
the various tiers of subcontracts under Government prime contracts. 

Thus, the existence of an overall statutory clause is considered to be 
highly desirable. 

It is my personal opinion that the inspection and audit clause 
should be in the nature of permanent legislation, and the Department 
of Defense is presently considering this matter. However, since it is 
essential that the accounts and records of defense contractors be au- 
dited currently in order to assist the head of the Department in dis- 
charging his responsibility of prudent use of moneys appropriated to 
carry out the agency program, it is strongly recommended that the 
inspection and audit legislation be continued as provided for in this 
bill CH. R. 2313). 

Mr. Hess. As I understand, then, Mr. Thomas, the bill would con- 
tinue this provision until 6 months after the emergency has been 
declared to have been at an end? 
Mr. Taomas. That is right, sir. 
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Mr. Hess. And you say that the Department is considering making 
this legislation permanent? 

Mr. Tuomas. Very definitely, sir. 

Mr. Hess. Personally I feel that is a very good idea. I think it 
would save the Government a great deal of money to have that check 
on a lot of these contractors. 

Mr. Tuomas. It saves a very considerable amount of money, many 
millions, hundreds of millions of dollars between the three services 
every year. 

Mr. Hess. This might be done at any time the Department cares 
to move in and make an audit? 

Mr. Tuomas. Yes, sir, it can be done at any time, and it doesn’t 
mean we will necessarily audit every contractor. It gives us the 
privilege that we should have and is merely similar to what the 

eneral Accounting Office has to this very day. 

Mr. Hess. Has there been any objection on the part of contractors 
to this proviso? 

Mr. Tuomas. I have never heard of any objection, sir. 

Mr. Hess. Any questions? 

Mr. Netson. Is there very much that needs to be done to make 
this permanent, except to take off the termination date? 

Mr. Tuomas. That is all, sir, just taking off the one phrase. 

Mr. Netson. Why doesn’t the Department of Defense ask for 
that now, if that is that simple, instead of just considering it? 

Mr. Tuomas. I think it is their intention to ask for it within the 
next few weeks, sir; but we had requested this extension. I think 
se had a temporary extension of 90 days. We don’t wish this to 
apse. 

Mr. Netson. Well, if that is all that is required to make it per- 
manent, is take out the termination date, why don’t we do it now 
instead of waiting some more? 

Mr. Tuomas. It has been suggested that I can leave that to the 
judgment of the committee, and to which I might add that the Secre- 
tary of the Air Force is in favor of permanent legislation. I have 
discussed the matter with the General Accounting Office, Associate 
Director of Accounting. It is his opinion we should have it. 

And I have discussed the matter with the Chief of the Accounting 
Policy Division of the Department of Defense, and they are also 
of that same opinion. 

Mr. Netson. Mr. Chairman, I move that this bill be amended to 
strike out the termination date of the act of March 27, 1942; that the 
counsel be instructed to prepare the amendment; and that we report 
the bill, as amended, favorably to the full committee. 

Mr. Ke_itener. May I suggest, Mr. Chairman—lI have a bill here 
which would make it permanent legislation by amending the basic 
act. If that is agreeable to you, Mr. Nelson. 

Mr. Netson. I move, Mr. Chairman, that all after 

Mr. Huss. Just a minute. I think there are some questions. 
Have you any questions, Mr. Doyle? 

Mr. Doyte. Yes. You have stated that this provision was bene- 
ficial in the interest of the Government, and therefore the taxpayers, 
and also the contractors. 

Mr. Tuomas. In part to the contractors, the smaller contractors. 
We often give them valuable assistance in helping them with setting 
up their cost-accounting records. 
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Mr. Doyte. I was going to ask a question before my distinguished 
colleague, Mr. Nelson, suggested that permanent feature. What 
possible objection is there to making this permanent? If it is good 
for the Government and it is good for the contractors also, what 
argument is there against it? 

Mr. Tuomas. I know personally of no objection that any contractor 
could take, unless there are perhaps some of the major contractors 
who might object to the Government inspecting their books. But 
they haven’t done so in the past 10 vears. 

Mr. Doytr. Well—— 

Mr. Tuomas. They haven’t done so. 

Mr. Doyte. If they are receiving Government money in payment 
of their contracts, how could they ethically or otherwise object to the 
Government inspecting their books? 

Mr. Tuomas. I see no objections. With the smaller contractors 
particularly, we often—before they are given the contract, we go in 
and survey to see if they have the kind of records from which the 
could keep a proper accounting for the costs of that contract and if 
they haven’t the proper records, we assist them and show them what 
they should do so they can actually receive the contract. That helps 
them, and it helps us subsequently in determining the actual costs. 
It is a mutual affair. 

Mr. Doy te. I noticed you specified that the psychological effect 
of a periodic examination was one of the benefits of this statute. 

What did you refer to? 

Mr. Tuomas. Well, some contractors have many contracts. We 
will say a contractor has six contracts, all falling—cost redetermination 
falling due at maybe 3-, 4-, or 6-month intervals. We have a limited 
audit staff. We might go into contractor and audit that first contract 
and be very favorably impressed with the way he has presented his 
costs. He has been very honest with the Government. We might 
go in on the second audit and find that that continues that way. 
So then we might skip the third and fourth, noting we have, let’s say, 
an honest contractor and not being able to audit all the contracts 
that the Air Force has we must test and choose the work from which 
we expect to get the most benefit. 

Mr. Doyte. Well- 

Mr. Tuomas. Therefore, that contractor doesn’t know. He knows 
we have into audit his first two contracts and he expects us to audit 
the third, he expects us to audit the fourth and fifth. So the psycho- 
logical effect is: It keeps him honest. If they knew we would not 
come in and make any audit 

Mr. Doyte. Did I understand 

Mr. Tuomas. The chances are—— 

Mr. Doyte. Do I understand, then, that you have to systematically 
set up procedures against dishonesty by contractors who would 
deliberately cheat their own government? 


Mr. Tuomas. Well 


Mr. Doyte. Isn’t that what you are saying 

Mr. Toomas. Can I answer that question this way? In the 
absence of audit by the Government, I am afraid we would have a 
great deal more excessive charges, overcharges, on contracts than we 
do today. 

Mr. Well—— 
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Mr. Tuomas. Does that answer your question? 

Mr. Doyuie. Well, I am going to interpolate—instead of your 
language, I am going to use the term dishonesty, the same term you 
used. Let’s not be afraid of it. 

Mr. Tuomas. All right. 

Mr. Doy e. If it exists, then let’s face it. 

Mr. Tuomas. That is really what it amounts to. 

Mr. Doyxe. All right. 

Mr. Tuomas. That is of course a matter often of opinion between 
ourselves and the contractor. I might say he made a mistake. It is 
just a question of whether it is an honest mistake or dishonest mistake. 

Mr. Price. You want to guard against these mistakes. 

Mr. Doyie. One more question in connection with this. If this 
legislation is made permanent, and you hope it may be, is it adequate 
in its present text and form, or should there be amendments to it to 
make it more effective against dishonesty and in the interest of the 
Government and for the benefit of the contractors who are either 
honest or dishonest? 

In other words, are there amendments which sohuld be made to this 
basic law before it is made permanent? 

Mr. Tuomas. I have one suggestion, which is that at the present 
moment I believe it refers to the inspection and audit of plants, books, 
and records of defense contractors. While that is broad and has been 
up to the present sufficient in itself, I have come across instances 
where it has been disputed as to whether that would cover subcon- 
tractors. It is just a question of interpretation which possibly could 
be covered specifically by including defense contractors and his sub- 
contractors, if we wish to clarify that matter. 

Mr. Doyuie. Well, if that is a problem it should be included—— 

Mr. Tuomas. It is a minor problem. 

Mr. Doy.e. It should be included, Mr. Chairman. 

Mr. Tuomas. It is a minor problem. 

Mr. Doyue. I assume, therefore, that Mr. Nelson will include that 
in his motion? 

Mr. Newson. I don’t know as I can, Clyde. How does the basic 
law read? 

Mr. Ketviener. I have that here. Actually the act that is being 
affected by this is the Second War Powers Act of 1942 and that reads— 
it doesn’t mention subcontractors in the first part. 

That part reads generally this way: 

Provisions of section 10, 1, of the act approved July 2, 1926, giving 
the Government the right to inspect the plant and audit the books of 
certain contractors, shall apply to the plant, books and records of any 
contractor with whom the defense contract has been placed. 

Mr. Netson. That would include subcontractors. 

Mr. Keviener. In my opinion, it includes subcontractors. He is 
a contractor. 

Mr. Hess. Sure. 

Mr. Price. It looks like it includes a subcontractor. 

Mr. Doy te. If, no, as he said, the question had arisen, why don’t 
we make it sure? 

Mr. Hess. Let’s write it in our report. 

Mr. Ketiener. Writing it in the report, is a good way to do it, 
then the legislative history will show it. 
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Mr. Hess. Yes. 

Mr. Netson. Mr. Chairman 

Mr. Hess. Any further questions? 

Mr. Price. Put a definition of “‘contractors’’ that it includes prime 
contractors and subcontractors. 

Mr. Keturner. | think that is defined in the defense production 
act and some other laws now, which could be used in this connection 
too. 

Mr. Ne son. I move we strike out all after the enacting clause of 
H. R. 2331 and substitute the following: 

That section 1311 of the Act of March 27, 1942 (ch. 199, 56 Statute 185), is 
amended by deleting the words ‘‘and before the termination of the present war.” 

Sec. 2. Section 1 (a) (2) of the Emergency Powers Continuation Act (ch. 570, 
66 Statute 331) as amended by section 1 of the Act of March 31, 1952 (ch. 13, 67 
Statute 18) is repealed, 

Mr. Hess. You heard 

Mr. Neuson. And I move we report the bill favorably to the full 
committee and instruct counsel to the committee to prepare a report 
in which it is indicated that the word “contractor”? where it appears 
includes subcontractor. 

Mr. Hess. You have heard the motion from the gentleman from 
Maine. If there are no objections, it will be adopted. And the bill 
will be reported to the full committee as amended. 

Mr. Tuomas. Thank you. 

Mr. Hess. I believe that concludes our business, gentlemen, for 
today. The committee will adjourn until further call of the chair. 


(Whereupon, at 11:36 a. m., the committee adjourned.) 


